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Figure 2-12 - Chapter 2 Filing Requirements - Appendix 2B
Fixed Asset Continuity Schedule As at December 31, 2011
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1675 - - - - - -
1805|Land -~ Substations 414,741.45 414,741.45 - - - 414,741.45
1808 ings - Substations 2,138,307.23 - 2,138,307.23 1,610,656.81 75,750.00 1,686,406.81 451,960.42
1810|Leasehold improvements 20,385.65 20,885.65 20.885.65 - 20,885.65 -
1820 Subsiation Equipment 11,774,640.47 - 11,774,640.47 9,383,227.84 277,002.12 3,670,236.96 2,404,403.5%
1830|Poles, Towers & fixtures 78,487 675.80 $821,086.72 88,308,742.62 28,014.057.9% 3,254,891.00 32,268,948.89 56,038,793.63
1835|0# Conductors & Devices 76,610,321.67 5,295,002.57 81,805,324.24 34,315,605.47 3,077.995.60 37,393,603.47 44,411,720.78
1840{uG Conduit $20,342,758.40 5,751 82495 126,064,584.05 $7.387.868.46 4.681,325.00 72,673,483.46 53,885,380.58
1845|UG Conductors & Devices 124,874,598.18 7.087 84764 131.962,441.82 61,537,601.51 4,952,510.60 66,507,141.51 65,1565,330.31
185¢|Line Transformers 101,128,841.28 7,044 712,80 108,473,654.18 48,887,582.77 285827500 53,856.857.77 54,316,786.41
1855|Services {OH & UG} 24,651,203.66 701.503.88 25,352,707.54 8,700,695.33 1,012,023.00 10.743.723.33 14,638,984.21
1860|Meters 38,556,180.77 1,125,434.25 40,681,645.15 18,085,285.08 1,621.506.00 8112.00 18.588,979.08 21.082,636.07
1866| smart Meters - 157827453 | 1578274863 - 0.00 1,750,344.00 | 1,750,844.60 0.00 (0.00}
1505 |Land 1.067.629.41 1,067,629.41 - - - 1,067,629.41
1906|Land Rights 162,636.38 - $62,636.38 7214948 333786 7548713 87,149.25
1908|Buildings & Fixtures 28,481,7918¢ 1,540,500.00 30,022,291.61 18,293.193.50 1.297,268.12 19,590,482.62 10,431,608.98
1910]Leasehold improvements - - - - -
1915|0ffice Furniture & Equipment 5,370,067.08 354,500.06 5,754,567.08 3,785.532.40 244 098,00 4,040,031.40 1,714,5635.68
1920|Computer - Hardware 5.613,068.40 £,613,068.40 £.396.842.12 1,028.374.40 7.425,216.12 {1,812.447.72)
1920|Computer - Hardware post Mar 22104 4,608,321.32 1512,172.18 6,221,495.50 1,368,865.52 952085 3567275 1,342,70363 4,878,791.87
1925|Computer - Software 12,698.084.69 1.933,577.62 14,831,672.51 8,200,278.38 2.304.552.00 25,094.48% 10,475,735.89 4,355,936.63
1930 Transportation Equipment 18,611,130.96 1,445 560.00 20,056,630.86 12,598,139.32 1,365, £31.60 143,963,570.32 5,093,060.64
1935} Stores Equipment 892,540.18 - £892,540.18 5565,294.70 46,034.00 501,328.70 291,211.48
1940/ Tools, Shop & Garage Equipment 7,834,337.35 548,356.60 8,384,187.35 £060.325.60 338,326.00 8E5.97 5,397,769.63 1,986,417.72
1345 |Measurement & Testing Equipment 1,560.171.39 208,500 00 1.768,671.38 1,043.386.88 108, 076.02 1.148,462.88 £08.208.54
1950 |Power operated Equipment 144,034.63 $44,034.63 108,674.56 11,436.37 120,410.93 23,823.710
1955|Commurications Equipment 1.622,013.26 1,095.500.C0 2,724,513.26 649,002.09 206,885.00 $565,667.09 1,865,846.47
1360{Load Management controls §135.329.99 - 515.328.95 202,991.99 51.633.00 264,524.89 260,805.00
1380| Ssystem Supervisory Equipment 3,777,542.26 43527766 4,212 819.92 3,106,830.89 T7,455.00 3,184,088.69 1,028,730.24
1995|Hydro One S!S Contribution 7.873,483.12 7.873,483.12 1.218.118.30 327,513.60 1,545,731.80 5,427,751,&
1995 |Contributions & Grants (33,748,057.73})] (2,044,172.00) {35,793,229.73} {4,818,208.33) {1,390,971.00} {5,209,179.33) (29,584,050.40}|
2105 Sub-Tola} 647,244,387.66 45,570,373.34 . 1,578,274.63 | £91,236,986.37 335,826,078.30 30,608,211.42 1.847.497.21 8,112.08 368,608,680.51 322/628,305.85
. 2055 Work in Process ) 5.316,953.40 6,316,953.40 - . B . 5.315.953.40
; - _ Total . 653,560,841.06 45,570,373.34  1,578,274.63 £97,562,934.77 339,826,078.30 38,608.21142 1,847,4972.1 $,112.00 | 368,508.680.51 328,844,259.25
Less Fleet 1,365,431.00
Wlfessﬂsrtqresr 46,033.00

Met Depreciation

1642
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'Section II:  Revenue Lags

A Revenue Lag is the time difference between when service is provided to a customer and when
customer payments for such services are available to the Company. A Revenue Lag consists of four
sequential components: a) Service Lag; b) Billing Lag; c) Collections Lag; and d) Payment Processing
Lag. The Lag times of each of these four components when added together results in the Revenue Lag
for the purpose of calculating the working capital requirements of the Company.

Based on an analysis of its components described in greater detail below, the Revenue Lag consists of
Service Lag of 30.27 days, a Billing Lag of 17.35 days, a Collections Lag of 24.00 days, and a Payment
Processing Lag of 1.21 days. When the components are added together, the overall Revenue Lag for the
Company is 72.84 days as shown in Table 1 below.

Table 1. Calculation of Total Revenue Lag

Component of Overall Revenue Lag Lag
Time
Service Lag 30.27 days
Billing Lag 17.35 days
Collections Lag 24.00 days
Payment Processing Lag 1.21 days
Total 72.84 days

Service Lag

A Service Lag measures the time from the Company’s provision of electricity to a customer to the time
the customer’s service period ends and the meter is read. Interviews with Company’s Customer Services
staff indicated that the Company’s smaller (residential and small commercial) customers are on a bi-
monthly service schedule. Larger customers are on a monthly schedule. Considering this information
and using a mid-point methodology, a Service Lag of 30.27 days was determined for the Company’s
regulated distribution operations.

Billing Lag

A Billing Lag is the time period between the end of a customer’s service period and meter read to the
time that customer’s bill is generated and dispatched. While customer consumption data was readily
available subsequent to a meter read, interviews with the Company’s Customer Service Department
indicated that the key determinant of the Company’s ability to dispatch a bill to its customer was the
receipt of pricing data from the Ontario Independent System Operator (“IESO”) which could take up to
11 or 12 business days. Taking this information into account, an overall Billing Lag of 17.35 calendar
days was determined.

A Determination of the Working Capital Requirerents of Horizon Utilities Distribution Business Fage 4
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EB-2010-0131

HORIZON UTILITIES CORPORATION (“HORIZON UTILITIES™)
RESPONSES TO

ENERGY PROBE INTERROGATORIES
DELIVERED: January 24", 2011

Question 7

Reference: Exhibit 2, Tab 4, Schedule 1, Appendix 2-3

a) Please provide all the data, calculations and assumptions used by rate class to
arrive at a service lag of 30.27 days.

b) Does Horizon have any plans to move residential and small commercial

customers to monthly billing? If yes, please elaborate on the timing of any such move.

c) Did the service lags used include 30.42 days for customers billed on a bimonthty
basis (i.e. 365 /6 / 2) and a service lag of 15.21 days for customers billed on a monthly
basis (i.e. 365/ 12/ 2)? If not, please show the calculation of the monthly and bimonthly

service lags.

d) Please indicate which rate classes are billed on a bimonthly basis and which rate
classes are billed on a monthly basis.

e) Please provide an example of the pricing data from the IESO that results in the
delay in processing the bill to a customer by up to 11 or 12 business days.

f) With respect to the collection lag, is this accounts receivable analysis done on a
rate class by rate class basis? If so, please provide the collection lag for each rate
class based on the specific accounts receivable analysis for the rate class. If it is not
done on a rate class specific basis, please explain why not.

a) Please provide the dates and amounts of property tax payments made that result
in the average payment lag time of (194.8) days as shown on page 10.
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EB- 2010-0131
Horizon Utilities Corporation
Responses to Energy Probe Interrogatories
Delivered: January 24, 2011

Page 2015

h) Please show the derivation of the GST/HST lag of (17.41) days shown in Table 5

and reconcile it with the total revenue lag shown in Table 1.

i) Please recalculate the percentages of 13.6%, 13.8% and 14.2% shown in Tables

6 through 8, respectively under the assumption that all rate classes are billed on a

monthly basis.

i) With reference to the interest costs shown in Exhibit 5, Tab, Schedule 2, Table 5-

1, please explain $10.1 million interest expense shown in Table 8 for 2011.

Response:

a) The data, calculations and assumptions used in the derivation of the 30.27 days are

shown in the Table below. The Table includes data on the number of monthly and bi-

monthly customers. The assumptions regarding the mid-points of the service period for

both monthly and bi-monthly customers are shown. ltems that are calculated in the

Table below are a) the weighting factors and b) the resulting service lag in days.

Service Lag

Number of Customers/Accounts Weighting Factors Mid Points Days
Rate Classification Monthly Bi Monthly Total Monthly Bi Monthly | Monthly Bi Monthly
Residential 212,580 212,580 0.00% 90.49% 15.21 3042 27.52
General Service <50 17,979 17,979 0.00% 7.65% 15.21 30.42 2.33
General Service > 50 2,216 2,216 0.94% 0.00% 15.21 30.42 0.14
Large Users 12 12 0.01% 0.00% 15.21 30.42 0.00
Unmetered and
Scattered 1,879 1,879 0.00% 0.80% 15.21 30.42 0.24
Sentinel 250 250 0.00% 0.11% 15.21 30.42 0.03
Streetlights 4 4 0.00% 0.00% 15.21 30.42 .00
Total 2,232 232,688 234,920 30.27 days

b) No, Horizon Utilities does not currently have any plans to move residential and small

commercial customers to monthly billing.

¢) Yes.

d) As used in Horizon’s lead/lag study, the information requested is provided in the

Table below.
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EB- 2010-0131

Horizon Utilities Corporation

Responses to Energy Probe Interrogatories
Delivered: January 24, 2011

Page 3 of 5

Class Frequency of Billing
Residential Bi-Monthly

General Service < 50 kW Bi-Monthly

General Service > 50 kW Monthly

Large Users Monthly
Unmetered and Scattered | Bi-Monthly
Sentinel Bi-Monthly
Streetlights Monthly

e) Horizon's meters measure volumes of kilowatthours consumed by customers. These

volumes need to be applied to prices (cents/KWh) in order to generate a bill.

f) No. The analysis has not been performed on a rate class by rate class basis (see
response to d) for a list of rate classes). Horizon Utilities prepares its aged accounts
receivable and credit analysis using two categories of customers; a) residential, and b)
commercial, which closely aligns to its credit policies. @) As explained on page 2 of
Exhibit 2, Tab 4, Schedule 1, Appendix 2-3, the expense lead time consists of two
components: a service component, and a payment component. Adding the two
together and dollar weighting them produces a weighted average expense lead time for
a particular of expense. In the instance of property taxes (page 10 of Exhibit 2, Tab 4,
Schedule 1, Appendix 2-3), the weighted average expense lead time was determined to
be (12.30) days and the service lead time was 182.50 days. The average payment lag
time of (194.8) days is the “delta” between the service lead time and the weighted

average expense lead time.

h) The derivation of the (17.41) days of the GST/HST lag is shown on Cols (A) through
(F) of the Table below. The discussion following the Table explains how the values in
the Table were calculated and, in doing so, reconciles with the total revenue lag
calculation shown on Table 1 of Exhibit 2, Tab 4, Schedule 1, Appendix 2-3.
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EB-2010-0131

HORIZON UTILITIES CORPORATION (“HORIZON UTILITIES™)
RESPONSES TO

ENERGY PROBE TECHNICAL CONFERENCE QUESTIONS
DELIVERED: February 23rd, 2011

QUESTION TC #4
Reference: EP Interrogatory 7 & Exhibit 2, Tab 4, Schedule 1, Appendix 2-3

a) The evidence indicates that the billing lag was estimated to be 17.35 days. Was
this estimate based on the assumption that the lag was the same for each rate class? If
not, please provide a table showing the calculation of the overall 17.35 day billing lag.

b) Similar to (a) above, was the estimate of the overall payment processing lag of
1.21 days based on the assumption that the lag was the same for each rate class? If
not, please provide a table showing the calculation of the overall 1.21 day payment
processing lag.

c) The evidence indicates that the collection lag is a dollar weighted average.
Please provide a table, similar to the response provided in part (a) of the interrogatory,
showing the calculation of the collection lag.

d) The response provided to part (a) of the interrogatory indicates that the number
of customers/accounts was used for the weighting. What year was used to arrive at

these figures?

e) The response provided to part (a) of the interrogatory shows that the weighting
factor used to arrive at the overall service lag is the number of customers/accounts.
Please provide a revised calculation of the overall service lag if the weighting factors
were changed from the number of customers/accounts to revenue (i.e. distribution
revenue, transmission related costs, cost of power, regulatory charges, debt retirement

charge, etc.).
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EB- 2010-0131

Horizon Utilities Corporation
Responses to Energy Probe
Technical Conference Question 4
Delivered: February 23, 2011
Page 2 of 4

Response:

a) Yes, the estimate that the billing lag was estimated to be 17.35 days was based
on the assumption that the lag was the same for each rate class.
b) Yes, the estimate of the overall payment processing lag of 1.21 days was based
on the assumption that the lag was the same for each rate class.

c) The following table provides the computation of the collection lag:

RECEIVABLES BALANCES - $s

Current 45,710,004
Less Than 30 Days 10,531,479
31 - 60 days 1,999,527
61 - 90 days 788,233
> 90 Days 1,955,275
Total 60,984,518
PERCENT OF TOTAL

Current 74.95%
Less Than 30 Days 17.27%
31 - 60 days 3.28%
61 - 90 days 1.29%
> 90 Days 3.21%
AVERAGE LAG TIME (Days)

Current 16.00
Less Than 30 Days 23.00
31 - 60 days 38.00
61-90 days _ 53.00
> 90 Days 190.50
TOTAL WEIGHTED LAG TIME 24.0032 days

d) The year 2009 was used to arrive at the figures.
e) Service Lag is intended to measure the amount of time between the start of a

period of energy delivery to a customer and the time the service period ends and the
customer's meter is read. For working capital purposes, the overall service lag for
Horizon Utilities would be exactly at the mid-point of the service lags for all customers
served.

Assume hypothetically that a utility such as Horizon Utilities has two customers:
Customer A whose meter is read bi-monthly and Customer B whose meter is read
monthly. The mid-point of the service period for the bi-monthly customer would be 30
days and that for the monthly customer would be 15 days. All else being equal, a
weighted average of the time that service was received from the Company by both
customers and meters were read would be 22.5 days i.e., (30+15)/2. Horizon Utilities
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EB- 2010-0131

Horizon Utilities Corporation
Responses to Energy Probe
Technical Conference Question 4
Delivered: February 23, 2011
Page 3 of 4

submits that this result is appropriate given that the weighted average service time is
exactly at the mid-point of the mid-point of both customers.

Assume further that that the bi-monthly customer (Customer A) has a bill of $1,000 and
the monthly customer (Customer B) has a bill of $9,000. Using dollars to weight the
period of service would indicate that the average period of service for both customers
would be (30 * $1,000/$10,000) + (15 * $9,000/$10,000), i.e., 16.5 days. Horizon
Utilities submits that this result of 16.5 days is not appropriate given that it is not
representative of how service was provided to both customers, particularly the bi-
monthly customer.

Respectfully, Horizon Utilities submits that it is not appropriate to use weights based on
revenues to calculate the service lag. Horizon Utilities’ meter reading and billing cycles
initiate a revenue cycle which affects specific customers irrespective of the revenues
associated with those specific customers. In the example above, the meter reading and
billing cycles would occur when the service period ends and meters are read. Horizon
Utilities has a fixed meter reading schedule that is dependent on the resources
available, the number of customers that receive service, where they are located, and
how their meters are read (e.g., AMR, manual, etc.). Horizon Utilities’ meter reading
schedule is not based on expectations of revenues from any particular class or type of
customer and thus, it would be inappropriate to use a revenue weighting approach to
determine the average period of time over which Horizon Utilities’ customers receive
service.

With consideration for the foregoing submissions, the following is a revised calculation
of the overall service lag if the weighting factors were changed from the number of
customers/accounts to revenue. The service lag for 2009 would be 26.70 days.
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EB- 2010-0131

Horizon Utilities Corporation
Responses to Energy Probe
Technical Conference Question 4
Delivered: February 23, 2011

Page 4 of 4
Revenues | Revenues | Service Lag Service Lag ]
from from Bi Monthly Bi Monthly

Monthly Monthly Total Customers Customers Bi Weighted
Rate Classification Customers Customers Revenues Days Days Monthly | Monthly Lag
Residential S$- $55,192,117 $55,192,117 15.21 30.42 0.00% 62.31% 18.95
General Service < 50 - 10,889,476 10,889,476 15.21 30.42 0.00% 12.29% 3.74
General Service > 50 15,201,214 - 15,201,214 15.21 30.42 17.2% 0.00% 2.61
Large Users 4,797,288 - 4,797,288 15.21 30.42 5.4% 0.00% 0.82
Unmetered and
Scattered - 822,018 822,018 15.21 30.42 0.0% 0.53% 0.28
Sentinel - 30,105 30,105 15.21 30.42 0.00% 0.03% 0.01
Streetlights 1,650,885 - 1,650,885 15.21 30.42 1.86% 0.00% 0.28

Total $21,649,387 | $66,933,717 | § 88,583,104 26.70
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EB-2010-0131

HORIZON UTILITIES CORPORATION (“HORIZON UTILITIES”)
RESPONSES TO

VULNERABLE ENERGY CONSUMERS COALITION
TECHNICAL CONFERENCE QUESTIONS

DELIVERED: February 23, 2011

QUESTION TC #2
Reference: VECC #3 and VECC #13

a) The response to part (a) does not address the question as originally proposed. For

each year (2003-2009), please provide a schedule that sets out:

1. The actual HDD and CDD values for the year

2. The “weather normal” HDD and CDD values
3. The difference between the actual and weather normal values for HDD and CDD
4. The product of these differences and the respective coefficients for HDD and CDD,

as established in through the regression analysis. In doing so, please use the updated
coefficients from VECC #2 c).

5. The actual purchases (excluding Large Users) for each year.

6. The “weather normal” purchases for each year calculated by adjusting the actual

purchases (item (5)) by the estimated impact of weather (item (4)).
b) Please repeat part (a) based using the actual results for 2010, per VECC #13 a).
Response:

a) The requested information is provided in the following table. Please note the
resulting Estimated Actual Weather Normal values are consistent with the Estimated Actual

Weather Normal numbers shown in Horizon Utilities’ response to VECC Interrogatory 3.
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EB- 2010-0131
Horizon Utilities Corporation
Responses to Vulnerable Energy
Consumers Coalition Technical
Conference Question 2
Delivered: February 23, 2011

Page 2 of 2
Difference in| Difference in
Heating Cooling
Degree Day | Degree Day
apply to apply to Estimated
Weather | Weather Coefficient of| Coefficient of Actual
Actual Normal Normal |Difference in| Difference in| 94,813 910,315 Weather
Heating Actual Heating Cooling Heating Cooling (GWh) (GWh) Actual Normal
Degree Cooling Degree Degree |Degree Days|Degree Days| (H)=(F)* (=(G)* Purchases (GWh)
Days |Degree Days| Days Days Fy=(A)- | (G)=(B)- 94,813 910,315 (GWh) | (Ky=({J)-(H)
(A) (B) (C) (D) (C) (D) /1,000,000 | /1,000,000 () 0]
2003| 400¢ 257 3789 290 221 -33 20.9 (30.0) 4,490.3 4,4994
2004) 3802 207 3789 290 14 -83 1.3 (75.2) 4,462.3 4,536.1
2005] 3863 439 3789 290 75 149 7.1 135.5 4,652.5 4,510.0
2006| 3385 303 3789 290 -403 14 (38.2) 12.3 4,479.1 4,505.0
2007] 3732 349 3789 230 -57 59 (5.4) 53.8 4,511.1 4,462.7
2008| 3868 239 3789 290 79 -51 7.5 (46.3) 4,398.4 4,437.2
2009] 3861 235 3789 290 72 -55 6.9 (50.2) 4,207.5 4,250.9
2010] 3566 358 3789 290 -222 68 (21.1) 61.9 4,296.1 4,255.3
b) The requested information is provided in response to part a). Consistent with part a),

the 2010 actual purchases exclude Large Use customers and do not reconcile with the

information in Horizon Ultilities’ response to VECC Interrogatory 13 a), as the 2010 actual

purchase data provided in Horizon Utilities’ response to VECC Interrogatory 13 a) includes
Large Use customers.






